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The  Currency. 


Nothing:  but  evil  springrs  from  this  ima^nary  money  wherever  it  is  tried.— 
James  MoAiison. 


SPEECH 

OF 

HON.  GEORGE  W.  COOPER, 

or  INDIANA, 

In  the  House  of  Kepresentatives, 

Wednesday,  February  6,  1895, 

The  House  being  in  Committee  of  the  Whole  on  the  state  of  the  Union,  and 
having  under  consideration  the  bill  (H.  R.  8705)  authorizing  the  Secretary  of 
the  Treasury  to  issue  bonds  to  maintain  the  gold  reserve,  and  to  redeem  and 
retire  United  States  notes,  and  for  other  purposes — 

Mr.  COOPER  of  Indiana  said: 

Mr.  Chairman:  I listened  with  much  interest  to  the  remarks  of 
the  very  able  and  distinguished  gentleman  from  Maine  [Mr.  Reed] 
yesterday  upon  the  pending  question.  He  began  by  calling  our 
attention  to  the  fact  that  under  our  present  financial  system  there 
had  devolved  upon  the  Treasury  Department,  in  addition  to  its 
ordinary  administrative  duties,  the  business  of  banking;  that  the 
United  States,  having  issued  its  notes  and  annoimced  its  readi- 
ness to  redeem  those  notes  at  the  pleasure  of  the  holders,  was 
under  the  necessity  of  keeping  a reserve  constantly  on  hand  for 
that  purpose,  and  to  respond  to  every  demand  upon  that  fund. 

He  says  that  the  “business  establishment”  of  the  Treasury  has 
been  running  astern,  and  that  instead  of  borrowing  money  on  its 
own  account  it  has  taken  the  money  of  the  banking  department 
and  reissued  it;  that  the  result  is  what  is  known  in  popular  phrase 
as  the  “endless  chain,”  and  that  by  this  process  the  United  States 
is  made  purveyor  of  gold  to  the  rest  of  the  world. 

So  far,  Mr.  Chairman,  there  is  no  reason  to  complain  of  this 
statement  of  the  case.  That  such  process  is  and  has  been  going 
on  no  one  will  dispute.  But  when  the  gentleman  tells  us  that  this 
condition  is  not  the  legitimate  and  unavoidable  operation  of  our  sys- 
tem of  finance  as  affected  by  existing  conditions  I must  beg  leave 
to  dissent.  The  gentleman  knows  perfectly  well  that  the  Secre- 
tary has  no  power  or  authority  under  existing  law  to  borrow 
money  with  which  to  meet  current  deficiencies;  he  knows  that 
under  the  act  of  May  31, 1878,  the  Secretary  is  obliged  to  take  from 
what  he  calls  the  banking  department,  the  redeemed  Treasury 
notes,  and  reissue  them.  That  law  is  mandatorv;  there  is  no  dis- 
cretion. 

Mr.  Chairman,  I am  unable  to  understand  the  gentleman  when 
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he  tells  us  that  this  condition  of  things  never  need  to  have  occurred 
under  existing  law,  or  that  it  is  not  the  logical  and  necessary  re 
suit  from  our  present  system  of  finance. 

He  has  offered  a substitute,  and  perhaps  we  may  be  able  to  see 
his  real  position  in  this  proposed  measiire.  This  substitute  con- 
sists of  two  sections  and,  omitting  matters  of  detail,  they  embody 
each  a separate  proposition.  The  first  section  confers  authority  to 
issue  bonds  to  support  the  operations  of  the  banking  department 
of  the  Treasury,  and  the  second  to  meet  the  engagements  of  its 
business  department. 

But  what  disposition  does  this  substitute  make  of  the  Treasury 
notes?  Where,  in  either  or  both  of  these  sections  taken  together,  is 
the  remed)"  for  the  operation  of  the  “endless  chain?” 

With  all  due  respect  to  the  gentleman,  it  seems  to  me  that  he  is 
just  a trifle  shy  on  that  question.  Now,  this  substitute  will  cer- 
tainly enable  the  Secretary  to  replenish  his  gold  reserve,  if  need  be, 
over  and  over  again;  but  how  are  we  to  escape,  what  we  all  de- 
plore, the  unprofitable  task  of  furnishing  gold  to  all  the  world? 

There  is  absolutely  nothing  in  his  bill  to  provide  against  that 
contingency. 

I know,  Mr.  Chairman,  that  the  gentleman  tells  us  that  the 
Secretary  should  not  pay  out  the  greenbacks,  but  should  boiTOW 
money  to  meet  ciirrent  deficiencies;  but  this  is  equivalent  to  a 
repeal  of  the  law  of  1878.  The  gentleman  can  not  repeal  that  law 
by  his  argument;  why  does  he  not  write  it  in  his  substitute. 
Let  us  now,  therefore,  see  where  the  gentleman  stands,  construing 
his  substitute  and  his  s])eech  together. 

First,  he  would  authorize  bonds  with  which  to  buy  gold  with 
which  to  redeem  Treasury  notes, 

Second,  he  would  authorize  bonds  to  meet  Treasury  deficiencies, 
so  that  the  Treasury  notes  shoiild  remain  untouched,  their  fate 
awaiting  some  future  determination. 

Third,  he  would  not  repeal  but  leave  in  force  the  law  of  May 
31,  1878,  which  reads  as  follows: 

And  when  any  of  said  notes  may  be  redeemed  under  any  law,  from  any 
source  whatever,  and  shall  belong  to  the  United  States,  they  shall  not  1>e  re- 
tired. canceled,  or  destroyed,  but  they  shall  be  rei&sued,  paid  out  again,  and 
kept  in  circulation. 

Here  are  the  gentleman’s  words: 

Our  situation  is  this:  We  were  redeeming  greenbacks  when  they  were  pre- 
sented. If  the  revenue  was  ecjual  to  the  expenditures  whenever  a greenlmck 
was  redeemed  it  would  stay  in  the  Treasury,  and  this  notwithstanding  the 
fact  the  Secretary  is  authorized  to  reissue;  for  it  is  not  either  the  authoriza- 
tion or  even  the  demand  of  the  law  that  they  shall  be  reissued  that  causes  the 
trouble.  It  is  the  fact  that  they  are  reissued.  It  is  the  fact  that  their  reissu- 
ance causes  this  continued  depletion  of  the  Treasury. 

But  the  law  says  they  “ shall  be  reissued,  paid  out  again,  and 
kept  in  circulation.”  Now,  what  becomes  of  the  gentleman’s  con- 
tention that  the  Secretary  may  retain  these  notes  and  issue  bonds 
for  other  money  "with  which  to  meet  his  engagements? 

If  the  gentleman  will  examine  the  debates  in  the  Senate  while 
the  bill  was  pending  there,  he  will  see  that  the  language  used  was 
purposely,  deliberately  chosen. 

Why,  sir,  an  effort  was  made  to  amend  and  modify  the  bill 
somewhat  after  the  fashion  of  the  gentleman’s  conception  of  this 
law. 
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Senator  Mathews  offered  this  substitute  for  that  very  manda- 
tory provision: 

They  shall  be  reissued  from  time  to  time  as  the  exigencies  of  the  public  serv- 
ice may  require. 

That  substitute  was  defeated,  and  the  law  was  enacted  as  I have 
given  it.  There  is  no  escape  from  this  situation  except  by  legisla- 
tion, and  this  substitute  does  not  attempt  to  deal  with  that  which 
seems  to  me  the  most  serious  cause  of  the  present  complication. 
It  neither  proposes  to  retire  the  Treasury  notes  nor  to  modify  the 
law  which  compels  their  post-redemption  issue. 

RETIRE  THE  TREASURY  NOTES. 

Mr.  Chairman,  if  the  Government  embarks  in  banking  and  is- 
sues paper  promises  intended  to  circulate  as  money  it  becomes 
amenable  to  the  conditions  and  responsibilities  which  attach  to 
that  kind  of  business.  It  must  be  ready  at  all  times  to  redeem  its 
promises  in  money  on  demand  or  they  vdll  depreciate.  In  order 
to  float  these  promises  and  make  them  equal  to  gold  it  was  thought 
necessary  to  accumulate  §100, 000, 000  in  gold,  and  that  sum  has 
been  so  kept  except  when  temporarily  depleted, 

Mr.  Chairman,  I am  in  favor  of  retiring  these  Treasury  notes 
entirely  and  finally.  I wish  to  see  our  Government  relieved  from 
the  responsibility  of  the  banking  business,  the  Treasury  limited 
to  the  exercise  of  its  legitimate  functions  under  the  Constitution, 
and  the  people  secured  against  the  danger  of  an  unsound  cur- 
rency. 

THE  CONSTITUTIONAL  QUESTION. 

First,  I wish  to  call  attention  to  the  fact  that  the  power  of  the 
Government  under  the  Constitution  to  issue  its  notes  and  make 
them  a legal  tender  in  payment  of  debt  is  and  always  has  been  dis- 
puted. In  the  “Plan  of  a Federal  Constitution,”  as  proposed  by 
Charles  Pinckney,  among  the  powers  w^hich  w-ere  to  be  given  to  the 
“ Legislature  of  the  United  States  ” there  were  enumerated,  “Bor- 
row money  and  emit  bills  of  credit.” 

In  committee  this  language  was  changed  so  that  it  read  when 
reported: 

Borrow  money  and  emit  bills  on  the  credit  of  the  United  States. 

In  the  convention  Gouverneur  Morris  moved  to  strike  out  the 
words  “and  emit  bills,”  and  the  motion,  after  a full  debate,  was 
carried  by  the  votes  of  all  the  States  but  two,  and  the  clause  was 
made  to  read  as  it  now  stands:  “ Borrow  money  on  the  credit  of  the 
United  States.” 

An  outline  of  that  debate  may  be  found  in  the  Madison  Papers, 
and  if  anyone  has  any  doubt  as  to  the  purpose  of  that  body  to  for- 
ever prohibit  Government  issues  of  paper  money,  an  examination 
of  that  discussion  will  remove  that  doubt.  Mr.  Madison  said  that 
this  action  was  taken  to  cut  off  the  pretext  for  a paper  currency 
and  particularly  for  making  the  bills  a tender  either  for  public  or 
private  debts. 

It  has  been  contended,  I believe,  by  some  that  the  authority  to 
coin  money  included  the  power  to  issue  a legal-tender  paper  cur- 
rency, but  it  was  provided  in  another  section  that  no  State  should 
have  power  to  make  anything  but  “gold  and  silver  coin  a tender 
in  pajrment  of  debts.”  It  would  therefore  seem  that  having  dis- 
cussed and  rejected  the  only  proposition  which  they  thought  might 
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confer  that  power  upon  Congress  and  having  expressly  prohibited 
it  to  the  States,  the  framers  of  the  Constitxition  had  limited  legal- 
tender  money  to  gold  and  silver  coin. 

In  a letter  written  by  Mr,  Madison  to  Thomas  Jefferson,  while 
the  Convention  was  in  session  at  Philadelphia  in  July,  1787,  he 
said: 

* ♦ * I am  still  under  the  mortitlcation  of  being  restrained  from  disclos- 
ing any  part  of  their  proceedings.  As  soon  as  I am  at  lii3erty  I will  endeavor 
to  make  amends  for  my  silence,  and  if  I ever  have  the  pleasure  of  seeing  you 
1 shall  be  able  to  give  you  full  gratification. 

In  this  letter,  written  as  you  see  at  the  very  time  and  place  when 
and  where  the  Constitution  was  being  discussed  and  created,  Mr. 
Madison  adds,  referring  to  paper  issues: 

Nothing  but  evil  springs  from  this  imaginary  money  wherever  it  is 
tried,  and  yet  the  appetite  for  it  where  it  has  not  been  tried  continues  tobe 
felt. 

That  great  Missourian,  Thomas  H.  Benton,  who  was  then  the 
especial  champion  of  President  Jackson,  said  in  the  Senate  in 
1834: 

The  power  granted  to  Congress  to  coin  money  is  an  authority  to  stamp 
metallic  money,  and  is  not  an  authority  for  emitting  slips  of  paper  contain- 
ing promises  to  pay  money. 

He  said  that  he — 

was  one  of  those  who  believed  that  the  Government  of  the  United  States 
was  intended  to  be  a hard-money  Government.  ♦ * * It  is  the  money  and 
the  only  money  of  the  Constitution,  and  every  early  statement  on  the  sub- 
ject of  money  confirms  that  idea. 

Mr.  Webster,  in  discussing  this  subject  in  the  Senate  in  1836, 
said: 

Most  unquestionably  there  is  no  legal  tender  and  there  can  be  no  legal 
tender  in  this  country  under  the  authority  of  this  Government  or  any  other 
but  gold  and  silver,  either  the  coinage  of  our  own  mints  or  foreign  coins,  at 
rates  regulated  by  Congress.  This  is  a constitutional  principle,  perfectly 
plain  ana  of  the  highest  importance. 

That  such  was  the  belief  of  those  who  framed  the  Constitution 
and  of  those  who  interpreted  that  great  instrument  to  us  is  shown 
by  the  fact  that  never  during  the  hfetime  of  any  of  those  illustri- 
ous men  was  a legal-tender  issue  proposed  or  seriously  discussed. 

Such,  I repeat,  Mr.  Chairman,  were  the  views  of  the  fathers  of 
the  Republic,  and  such  were  the  opinions  and  the  practices  of 
those  who  administered  this  Government  for  three-quarters  of  a 
century  prior  and  up  to  the  passage  of  the  first  legal-tender  act  in 
1862. 

If  you  will  read  the  debates  in  this  House  and  in  the  Senate 
upon  the  constitutionality  of  that  measure  you  will  be  impressed 
with  the  reluctance  which  characterized  the  resort  to  this  ex- 
traordinary and  theretofore  entirely  unassumed  authority. 

Mr.  Conkling  said: 

The  proposition  is  a new  one.  No  precedent  can  be  urged  in  its  favor;  no 
suggestion  of  the  existence  of  such  a power  can  l>e  found  in  the  legislative 
history  of  the  country. 

o ::: 

It  is  hardly  too  much  to  say,  therefore,  that  the  uniform  and  universal  judg- 
ment of  statesmen,  jurists,  and  lawyers  has  denied  the  constitutional  right  of 
Congress  to  make  paper  a legal  tender  for  debts  to  any  extent  whatever. 

Mr.  Pendleton  said: 

When  I come  to  examine  the  powers  of  Congress  according  to  the  principles 
of  interpretation  to  which  I adhere,  I look  to  the  grants  of  the  Constitution. 
I find  no  grant  of  this  power  in  direct  terms  or,  as  I think,  by  fair  implica- 
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tion.  It  is  not  an  accidental  omission:  it  is  not  an  omission  through  inadvert* 
ency;  it  was  mtentionally  left  out  of  the  Constitution,  because  it  was  de- 
signed that  the  power  should  not  reside  in  the  Federal  Government. 

Those  who  favored  the  bill  did  so  under  the  plea  that  it  was  a 
“war  measure,”  a “measure  of  necessity.”  Mr.  Kellogg  said: 

M this  question  came  up  in  ordinary  times  I am  frank  to  confess  that  I 
might  perhaps  have  had  some  doubt  of  its  constitutionality  sufficient  to  induce 
me  to  oppose  it.  * ♦ * But,  sir,  in  this  our  extremity,"  while  we  are  strug- 
perpetuate  our  Government,  I am  willing  to  go  to  the  very  verge  of 
the  Constitution.  & 


Semator  Fessenden  rested  the  argument  for  the  action  “upon 
the  ground  of  absolute,  overwhelming  necessity.  ” He  put  it  in  the 
same  category  with  such  acts  as  confiscation.  He  said: 


The  question  after  all  returns:  Is  this  measure  absolutely  indispensable  to 
procure  means?  If  so,  as  I said  before,  necessity  knows  no  law. 

Mr.  Chairman,  it  was  under  conditions  and  influences  such  as 
appear  froni  the  statements  contained  in  this  discussion  that  these 
notes  were  issiied.  It  is  true  they  were  upheld  by  the  courts  and 
their  constitutionality  affirmed,  yet  even  here  they  were  regarded 
and  treated  not  as  money,  but  as  a Government  loan,  forced  upon 
the  people  to  meet  a great  emergency,  I quote  from  the  opinion 
of  Justice  Bradley.  He  says: 


R ¥ national  credit.  It  is  a promise  by  the  Government  to 

The  standard  of  value  is  not  changed.  The  Government  sim- 
ply demands  that  its  credit  shall  be  accepted  and  received  by  public  and  nri- 
vate  creditors  during  the  pending  exigency. 


4-1  that  these  Government  certificates  are  never  to  be  paid— 

that  the  day  of  specie  payment  is  never  to  return.  And  it  matters  not  in 
what  forna  they  are  issued.  * * * Through  whatever  changes  they  pass- 
their  ultunate  destiny  is  to  be  paid. 


THE  PROMISE  OF  REDEMPTION. 

But,  Mr.  Chairman,  not  only  were  these  notes  issued-as  I have 
shown  by  a great  stretch  of  constitutional  authority,  under  the 
pressing  plea  of  military  necessity,  but  they  were  accompanied 
with  a promise  of  redemption. 

The  Hon.  Hugh  McCulloch,  an  able,  honored,  and  distinguished 
mtizen  of  Indiana,  in  his  report  as  Secretary  of  the  Treasury  of 
December  4,  1865,  in  discussing  this  subject,  said: 

The  present  legal-tender  acts  were  war  measures,  and  while  the  repeal  of 
those  provisions  which  made  the  United  States  notes  lawful  money  is  not 
now  recommended,  the  Secretary  is  of  the  opinion  that  they  ought  not  to  re- 
mam  in  force  one  day  longer  than  shall  be  necessary  to  enable  the  people  to 
prepare  for  a return  to  the  constitutional  currency.  It  is  not  supposed 
that  It  w^  the  mtention  of  Congress  by  these  acts  to  introduce  a standard 
of  value  in  times  of  peace  lower  than  the  coin  standard,  much  less  to  per- 
petuate the  discredit  which  must  attach  to  a great  nation  which  dishonors 
Its  own  obligations  by  unnecessarily  keeping  in  circulation  an  irredeemable 
^per  currency . It  has  not  in  times  past  been  regarded  as  the  province  of 
(^ngress  to  furnish  the  people  directly  with  money  in  any  form.  Their  au- 
thority is  to  ooin  money  and  fix  the  value  thereof,”  and  inasmuch  as  a 
mixed  currency,  consisting  of  paper  and  specie,  has  been  found  to  be  a com- 
mercial n^essity  it  would  seem  also  to  be  their  duty  to  provide,  as  has  been 
done  by  the  national-currency  act,  that  this  paper  currency  shall  be  secured 
^yond  any  r^onable  contingency.  To  go  beyond  this,  however,  and  issue 
Government  9bhgations.  maWngthem  by  statute  a legal  tender  for  all  debts, 
tm  blic  and  private,  is  not  believed  to  be  under  ordinary  circumstances  within 
the  scope  of  their  duties  or  constitutional  powers. 

The  reasons  which  are  sometimes  urged  in  favor  of  United  States  notes  as 
a permanent  currency  are  the  saving  of  interest  and  their  perfect  safety  and 
uniform  value.  j » 

The  objections  to  such  a policy  are  that  the  paper  circulation  of  the  cur- 
rency should  be  flexible,  increasing  and  decreasing  according  to  the  require- 
ments of  legitimate  business,  while  if  furnished  by  the  Government  it  would 
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be  quite  likely  to  be  governed  by  the  necessities  of  the  Treasury,  or  the  in- 
terests of  parties,  rather  than  the  demands  of  commerce  and  trade.  Besides 
a permanent  Government  currency  would  be  greatly  in  the  way  of  public 
economy,  and  would  give  to  the  party  in  possession  of  the  Government  a 
power  which  it  might  be  under  strong  temptation  to  use  for  other  purposes 
than  the  public  good— keeping  the  question  of  the  currency  constantly  before 
the  public  as  a political  question,  than  which  few  things  would  be  more  inju- 
rious to  business.  . , , 

But  the  great  and  insuperable  objection  as  already  stated  to  the  direct  is- 
sue of  notes  bv  the  Government,  as  a policy,  is  the  fact  that  the  Government 
of  the  United  States  is  one  of  limited  and  defined  powers,  and  that  the  au- 
thority to  issue  notes  as  money  is  neither  expressly  given  to  Congress  by  the 
Constitution,  nor  fairly  to  l)e  inferred,  except  as  a measure  of  necessity  in  a 
great  national  exigency.  No  consideration  of  a mere  pecuniary  charac^r 
should  induce  an  exercise  by  Congress  of  powers  not  clearly  contemplated  by 
the  instrument  upon  which  our  political  fabric  was  established. 


Mr.  Chairman,  this  was  the  view  taken  by  the  Secretary  in  the 
very  first  report  made  by  him  after  the  close  of  the  war.  It  has 
practically  been  the  view  maintained  by  all  the  Secreta-ries  from 
that  day  to  this,  so  far  as  I am  advised 

Mr.  BAILEY.  If  the  gentleman  will  permit  an  interruption, 
does  he  not  remember  that  Senator  Sherman  expressly  recom- 
mended that  they  should  not  be  retired. 

Mr.  COOPER  of  Indiana.  Perhaps  I ought  to  except  Senator 
Sherman  on  the  suggestion  of  the  gentleman  from  Texas;  but  I 
am  in  doubt  of  it,  for  I know  that  he  favored  at  one  time  their  re- 
tirement. It  is  possible  that  he  has  been  on  both  sides  of  the  ques- 
tion. [Laughter.  ] 

Mr.  WHEELER  of  iVlabama.  Let  me  remind  my  friend  from 
Indiana,  for  whom  I entertain  the  very  highest  regard,  that  a 
Democratic  House  passed  a law  expressly  providing  against  their 
retirement  beyond  §346,000,000. 

Mr.  COOPER  of  Indiana.  I can  not  be  interrupted  now.  I will 
answer  m}’^  good  friend  from  Alabama  after  I call  attention  to 
these  recommendations  of  the  Secretaries  in  brief. 

Secretary  Bristow  in  his  report  December  7, 1874^  following  the 
example  of  his  predecessors  in  office,  made  an  earnest  appeal  for 
the  retirement  of  these  notes  and  gave  utterance  to  this  very 
sound  and  timely  warning: 

The  history  of  irredeemable  paper  cxirrency  repeats  itself  whenever  and 
wherever  it  is  used.  It  increases  present  prices,  deludes  the  laborer  with  the 
idea  that  he  is  getting  higher  wages,  and  brings  a fictitious  prosperity  from 
which  follow  inflation  of  business  and  credit  and  excess  of  enterpise  in  ever- 
increasing  ratio,  until  it  is  discovered  that  trade  and  commerce  have  become 
fatally  diseased,  when  confidence  is  destroyed,  and  then  comes  the  shock  to 
■credit,  followed  by  disaster  and  depression,  and  a demand  for  relief  by  fur- 
ther issues. 


Again,  Mr.  Cliairman,  this  report  reads  almost  prophetically  of 
conffitions  which  we  have  but  recently  seen: 

The  universal  use  of,  and  reliance  upon,  such  a currency  tends  to  blunt  the 
moral  sense  and  impair  the  natural  self-dependence  of  the  people,  and  trains 
them  to  the  belief  that  the  Government  must  dire<  tly  assist  their  individual 
fortunes  and  business,  help  them  in  their  personal  affairs,  and  enable  them  to 
discharge  theri  debts  by  partial  payment.  This  inconvertible  paper  currency 
begets  the  delusion  that  the  remedy  for  private  pecuniary  distress  is  in  legis- 
lative measures,  and  makes  the  people  unmindful  of  the  fact  that  the  true 
remedy  is  in  greater  production  ana  less  spending,  and  that  real  prosperity 
comes  only  from  individual  effort  and  thrift. 


In  1876  Secretary  Morrill  said: 

The  United  States  notes,  commonly  known  as  legal  tender,  re^rded  as  a 
substitute  for  money,  are  an  anomaly  in  our  monetary  system,  tolerable  and 
uossible  only  in  the  exigencies  of  civil  war— the  offspring  of  its  perils  and 
limited  to  its  necessities.  To  allow  their  continuan<je  as  such,  after  the  cause 
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. which  justified  their  existence  had  ceased,  is  to  violate  the  conditions  of  their 

inception  ^d  to  sanction  what  was  only  tolerable  as  a necessity,  by  impress- 
ing upon  it  the  stamp  of  legitimacy.  y y 

In  December,  1884,  Secretary  McCuUoch,  having  been  called 
again  to  administer  the  duties  of  this  high  and  responsible  office 
nearly  twenty  years  after  the  date  of  his  report  from  which  I first 
»»  quoted,  said: 


A government  which  engages  in  banking  by  furnishing  a paper  circulating 
m^mm  must  m governed  by  the  rules  which  prevail  with  prudent  bankers, 
^ constantly  prepared  to  meet  such  calls  as  may  be  made  upon  it 
Many^r^ns  regard  legal-tender  notes  as  being  money,  and  hold  that  no 
means  should  be  provided  for  their  redemption.  That  this  is  a delusion  will 
be  proven  whenever  there  is  a large  demand  for  gold  for  export.  They  are 
not  money,  but  merely  promises  to  pay  it,  and  the  Government  must  be  pre- 
pared to  redeem  all  that  may  be  presented  or  forfeit  its  character  for  sol- 
vency. 


This  language,  used  ten  years  ago,  is  vindicated  and  exemplified 
to-day  by  our  experience  and  present  situation.  And  while  some 
may  continue  to  believe  that  these  notes  are  money,  and  for  cer- 
tain  reasons  so  contend,  it  is,  it  must  be,  perfectly  plain  to  those 
who  desire  to  know  the  truth  that  they  are  drafts  upon  the  na- 
tional Treasury,  and  that  their  nonpayment  means  national  dis- 
honor. 

Mr.  Chairman,  no  more  able,  conscientious,  patriotic  man  ever 
presided  over  the  Treasury  Department  than  the  late  lamented 
Manning.  I wish  especially  to  call  the  attention  of  my  Demo- 
cratic friends  to  the  very  able  report  made  by  him  on  this  subject. 
I refer  to  his  annual  report  of  December  6,  1886.  I wish  I had 
time  to  read  extensively  from  this  report,  but  I have  not,  and  wall 
content  myself  with  calling  3^our  attention  to  his  concluding  rec- 
ommendations. No  better  Democratic  platform  could  be  written: 


I therefore  respectfully  recommend: 

1.  Repeal  of  the  clause  in  the  act  of  February  28, 1878,  making  compulsory 
Treasury  purchases  of  silver,  for  the  reason  heretofore  given  and  in  order  to 
reduce  surplus  and  unnecessary  taxation  $24,000,000  a year. 

2.  Further  reduction  of  surplus  taxation,  beginning  in  a manner  which  will 
be  suggested  l^low,  close  down  to  the  necessities  of  the  Government  econom- 
ically administered. 

3.  Repeal  of  the  a.ct  of  May  31, 1878,  making  compulsory  post-redemption 
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silver  certifiptes  in  their  rcwm,  and  gold  certificates  if  need  be,  without  con- 
traction  of  the  present  circulating  volume  of  the  currency*,  these  notes  (called 
^eenbacks)  bemg  now  the  only  debt  due  and  payable  before  1891  except  the 
3 per  cent  bonds,  which  are  probably  all  to  be  called  and  paid  early  in  the 
ensuing  fiscal  year.  j 

The  extraordinary  conjunction  of  opportunity  and  necessity  making  prac- 
ticable so  complete  a reform  in  our  currency  and  so  large  a reform  in  our  tax- 
ation, will,  perhaps,  excuse  a reference  to  the  conditions  and  the  method  of 
their  execution  which  were  set  out  in  my  last  annual  report,  or  any  repetition 
of  what  I have  already  had  the  honor  to  suggest  in  respectfully  urging  upon 
Congre^  the  e^y  provision  of  a better  currency  for  the  people  of  the  United 
btates  than  the  best  now  possessed  by  any  nation—*'  a currency  in  which  every 

representative  certificate  of  a coin  dollar  actually  in 
the  Treasiyy  and  payable  on  demand;  a currency  in  which  our  monetary 
unit,  coined  in  gold,  or  its  equivalent  coined  in  silver,  shall  not  be  suffered  to 
part  company.” 

The  act  making  compulsory  post-redemption  issues  and  reissues  of  United 
States  notes  and  the  act  makmg  compulsory  Treasury  purchases  of  silver  are 
each  a separate  menace  to  the  public  tranquUity,  are  each  injurious  to  the 
public  moral^the  public  faith,  and  the  public  interest.  But  they  do  not 
difficulties.  On  the  contrary,  the  repeal  of  both  acts,  and  the  use 
of  the  Tr^sury  metal  surplus  in  the  substitution  of  coin  certificates  for  green- 
packs,  will  convert  our  wor.st  kind  of  paper  currency  into  the  best  kind— 
mdefinite  promissory  notes  of  debt  made  legal  tender  will  be  converted  into 
representative  certificates  of  coin,  held  subject  to  demand 
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The  present  Secretary  of  the  Treasury  has  had  devolved  upon 
him  the  complex  difficulties  which  his  predecessors  foresaw  and 
plainly  pointed  out,  and  which  are  due  to  laws  and  conditions  for 
which  he  is  in  no  way  re -sponsible.  The  deficiencies  in  the  reve- 
nues are  mainly  traceable  to  three  causes.  First,  the  McKinley 
tariff  law,  which  by  the  confessions  of  its  author  and  friends  was 
infendea  to  curtail  revenues,  and  which  did  yield  an  annually  de- 
creasing income  to  the  Treasury;  second,  to  the  profligate  legis- 
lation of  the  Fifty-first  Congress;  and  third,  to  the  unreasonable 
delay  in  the  passage  of  the  Wilson  bill,  caused  by  factious  oppo- 
sition and  partisan  obstruction.  The  resulting  deficiencies  have 
onlv  served  to  expose  the  weakness  of  the  Treasury  situation  and 
to  render  acute  the  ills  which  have  continually  lurked  in  its  system. 

In  his  annual  report  for  1893  he  very  clearly  states  the  situation 
as  he  finds  it,  and  in  so  far  as  that  situation  is  complicated  by  the 
existence  of  the  Treasury  notes  and  the  laws  relating  to  them  he 
says: 

So  long  as  the  Government  continues  the  unwise  policy  of  keeping  its  own 
notes  outstanding  to  circulate  as  currency,  and  undertakes  to  provide  for 
their  redemption  in  coin  on  presentation,  it  will  be.  in  my  opinion,  essential 
for  the  Secretary  of  the  Treasury  to  possess  the  means,  or  to  have  the  clear 
and  undoubted  authority  to  secure  the  means,  which  may  from  time  to  time 
become  necessary  to  enable  him  to  meet  such  emergencies  as  the  one  which 
has  recently  occurred  in  our  financial  affairs.  Under  existing  legislation  the 
Treasury  Department  exercises  to  a larger  extent  than  all  the  other  finam 
cial  institutions  of  the  country  combined  the  functi<)ns  of  almnk  of  issue,  and 
while  the  credit  of  the  Government  is  so  strong  that  it  may  not  be  necessary 
to  maintain  at  all  times  the  actual  coin  reserve  which  experience  has  shown 
to  be  requisite  in  the  case  of  ordinary  banking  companies,  still  it  would  be 
manifestly  imprudent,  to  say  the  least,  not  to  adopt  such  precautionary  meas- 
ures as  would  enable  the  Government  in  times  of  unusual  monetary  disturb- 
ance to  keep  its  faith  with  the  peonle  who  hold  its  notes  and  coins  by  protect- 
ing them  against  the  disastrous  effects  of  an  irredc‘emable  and  depreciated 
currency. 

While  the  laws  have  imposed  upon  the  Treasury  Ilepartment  all  the  duties 
and  responsibilities  of  a bank  of  issue,  and  to  a certain  extent  the  functions  of 
a bank  of  deposit,  they  have  not  conferred  upon  the  Secretary  any  part  of 
the  discretionary  powers  usually  possessed  by  the  executive  heads  of  msti- 
tutions  engaged"  in  conducting  this  character  of  financial  business.  He  is 
bound  by  mandatory  or  prohibitory  provisions  in  the  statutes  to  door  not  do 
certain  things,  without  regard  to  the  circumstances  which  may  exist  at  the 
time  he  is  required  to  act,  and  thus  he  is  allowed  no  opportunity  to  take 
advantage  of  changes  in  the  situation  favorable  to  the  interests  of  the  Gov- 
ernment, or  to  protect  its  interests  from  injury  when  threatened  by  ad- 
verse events  or  influences.  He  can  neither  negotiate  temporary  loans  to 
meet  casual  deficiencies  nor  retire  and  cancel  the  notes  of  the  Government 
without  substituting  other  currency  for  them  when  the  revenues  are  redun- 
dant or  the  circulation  excessive,  nor  can  he  resort,  except  to  a very  limited 
extent,  to  any  of  the  expedients  which  in  his  judgment  may  be  absolutely 
necessary  to  prevent  injurious  disturbances  of  the  financial  situation.  Th«^e 
considerations  emphasize  the  necessity  for  such  legislation  as  will  make  the 
Department  more  independent  of  speculative  interests  and  operations  and 
enable  it  to  maintain  the  credit  of  the  Government  upon  a sound  and  secure 
basis. 

Whatever  objections  may  be  urged  against  the  maintenance  of  a large  coin 
reserve,  procured  by  the  sale  of  interest-bearing  l>onds,  it  must  be  evident 
that  this  course  can  not  be  safely  avoided  unless  the  Government  abandons 
the  policy  of  issuing  its  own  notes  for  circulation  and  limits  the  functions  of 
the  Treasury  Department  to  the  collection  and  disbursement  of  the  public 
revenues  for  purely  public  purposes  and  to  the  performance  of  such  other 
administrative  duties  as  may  be  appropriate  to  the  character  of  its  organiza- 
tion as  a branch  of  the  executive  authority. 

Now,  Mr.  Chairman,  I have  brought  down  the  e:^ressioiis  of 
opinion  which  have  been  carefully,  solemnly  made  from  time  to 
time  by  those  who  have  been  charged  with  responsibility  in  this 
Department.  They  are  full  of  instruction;  they  ought  to  have 
great  weight  with  the  legislative  branch  of  the  Government. 
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It  is  not  necessary,  Mr.  Chairman,  to  further  quote  the  opinions 
and  recommendations  which  have  come  to  us  from  time  to  time 
from  those  who  have  been  in  position  to  realize  and  to  feel  the 
great  embarrassment  and  danger  incident  to  the  issue  and  main- 
tenance of  these  Treasury  notes,  nor  to  attempt  to  further  em- 
phasize their  appeal  for  legislation  which  will  cause  them  to  be 
finally  redeemed.  But  to  my  Democratic  friends  let  me  say  that 
I realize  that  some  names  are  more  potent  than  others  in  our  coun- 
cils, and  I wish  to  call  to  your  minds  the  testimony  and  add  to 
what  I have  said  here  to-day  the  approval  and  sanction  of  one  who 
has  long  since  passed  from  among  us,  but  whose  spirit  still  inspires 
our  highest  purpose  and  commands  our  most  loyal  service.  I re- 
fer to  the  name  and  the 

TEACHINGS  OF  THOMAS  JEFFERSON. 

What  I am  about  to  read  is  from  a letter  addressed  by  Mr.  Jef- 
ferson to  the  President.  It  is  dated  Monticello,  October  15,  1814. 
I ought  to  say  perhaps  in  explanation  before  I read  this  letter 
that  during  the  war  of  1812  resort  was  had  to  the  issue  of  Treasury 
notes,  not  legal  tender,  for  the  purpose  of  carrjdng  on  that  war, 
and  it  was  with  reference  to  that  matter  that  he  said: 

SuTOOse  we  require,  to  carry  on  the  war.  an  annual  loan  of  twentv  millions; 
then  I propose  that  in  the  first  year  you  shall  lay  a tax  of  two  millions,  and 
emit  twenty  millions  of  Treasury  notes,  of  a size  proper  for  circulation,  and 
bearing  no  interest,  to  the  redemption  of  which  the  proceeds  of  that  tax  shall 
be  inviolably  pledged  and  applied  hy  recalling  annually  their  amount  of  the 
identical  bills  founded  on  them.  The  second  year  lay  another  tax  of  two- 
millions  and  emit  twenty  millions  more.  The  third  year  the  same,  and  so  on 
until  you  have  reached  the  maximum  of  taxes  which  ought  to  be  impo.sed. 

Here  is  a precedent  for  our  proposed  action — nonintei’est-bear- 
ing  Treasury  notes,  to  be  redeemed  from  the  proceeds  of  a tax 
inviolably  pledged  and  applied.  Further  on  he  says: 

All  we  should  have  to  do  would  be,  when  the  war  should  be  ended,  to  leave 
the  CTaduai  extinction  of  these  notes  to  the  operation  of  the  taxes  pledged 
for  their  redemption;  not  to  suffer  a dollar  of  paper  to  be  emitted  either  by 
public  or  private  authority,  but  let  the  metallic  medium  flow  back  into  the 
channels  of  circulation  and  occupy  them  until  another  war  should  oblige  us 
to  recur,  for  its  supi>ort,  to  the  same  resource  and  the  same  process  on  the 
circulating  medium. 

Mr.  Chairman,  he  does  not  content  himself  with  a mere  outline 
of  a plan,  but  with  characteristic  perspicuity  this  great  man,  per- 
fectly tireless  in  detail,  accompanies  his  letter  with  a table  care- 
fully wrought  out  by  which  he  indicates  with  mathematical  ac- 
curacy the  very  year  in  which  the  last  of  the  notes  must  be  paid. 

I have  read  from  the  sixth  volume  of  Jefferson’s  Works,  on  images 
392  and  393. 

In  brief,  the  remedy  proposed  by  Mr,  Jefferson  was  to  pay  the 
Treasury  notes,  stop  the  further  issue  of  paper  money,  and  “let 
the  metallic  medium  flow  back  into  the  channels  of  circulation.” 

Again,  on  page  139  of  the  same  volume,  he  says: 

Every  one  knows,  that  although  not  literally  it  is  nearly  true  that  every 
paper  dollar  emitted  banishes  a silver  one  from  the  circulation.  A nation, 
therefore,  making  its  purchases  and  payments  with  bills  fitted  for  circula- 
tion thrusts  an  equal  sum  of  coin  out  of  circulation. 

There  is  in  this  no  suggestion  of  a permanent  paper  issue.  On 
the  contrary,  he  never  spared  to  teach  the  distinction  between 
money  and  paper  promises  to  pay  money,  which  to  his  clear  com- 
prehension was  no  other  than  the  difference  between  debt  and 
property. 

To  my  friends  around  me  here  who  still  contend  for  the  free  and 
unlimited  coinage  of  silver,  permit  me  to  say  that  I am  wholly  un- 
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able  to  understand  how  you  can  consistently  ask  for  a wider  use 
of  silver  while  you  insist  upon  the  retention  of  this  paper  money. 
Why  not  retire  it  and  “let  the  metallic  medium  flow  back  into  the 
channels  of  circulation.” 

Treasury  notes  have  been  resorted  to  as  a method  of  borrowing 
by  the  Government  at  five  different  periods  in  our  history.  First, 
in  the  war  of  1812;  second,  in  the  panic  of  1837;  third,  during  the 
Mexican  war;  fourth,  in  the  panic  of  1857;  and  fifth,  during  the  late 
civil  war. 

As  I have  already  showm,  none  of  these  notes  were  made  a legal 
tender  m the  payment  of  debts  prior  to  the  ai!t  of  1862.  All  notes 
issued  prior  to  that  were  based  solely  upon  the  power  to  borrow 
money , and  nearly  all  of  them  bore  some  rate  of  interest.  As  bear- 
ing upon  the  proposition  to  retire  our  outstanding  Treasury  notes. 
I desire  to  call  attention  to  tlie  opinion  of  Mr.  Benton,  expressed 
an  the  Senate  on  the  occasion  of  the  authorization  of  the  notes  of 
1837: 


BENTOX  ON  TREASURY  NOTES. 

I will  now  say  a few  words  on  the  policy  of  issuing  Treasury  notes  in  time 
ot  peswe,  or  even  m time  of  war,  until  the  ordinary  resources  of  loans  and 
taxes  had  been  tried  and  exhausted.  I am  no  friend  to  the  issue  of  Treasury 
notes  of  miy  kind.  As  loans  they  are  a disguised  mode  of  borrowing  and 
^sy  to  slide  mto  a currency  As  a currency  it  is  the  most  seductive,  the 
most  dangerous,  and  the  most  liable  to  abuse  of  all  the  descriptions  of  paper 
money.  The  stamping  of  paper  (by  the  Government)  is  an  operation  so  much 
easier  than  the  laying  of  taxes  or  of  borrowing  money  that  a government 
in  the  habit  c*L  paper  emissions  would  rarely  fail  in  an  emergency  to  indulge 
Itself  too  far  in  the  employment  of  that  resource  to  avoid  as  much  as  pos- 
silue  one  less  ausnicious  to  present  popularity. 

So  said  General  Hamilton,  and  Jefferson,  Madison,  Macon,  Randolph,  and 
^1  the  fathers  of  the  Republican  (Democratic)  church  concurred  with  him 
these  sagacious  statesmen  were  shy  of  this  facile  and  seductive  resource’ 
so  liable  to  abuse  and  so  certain  of  being  abused.”  They  held  it  inadmissi- 
ble to  recur  to  it  m time  of  peace,  and  that  it  could  only  be  thought  of  amidst 
the  exigencies  and  perils  of  war,  and  that  after  exhausting  the  direct  and 
responsible  alternative  of  loans  and  taxes.  Bred  in  the  school  of  these  great 
men,  1 come  here  at  this  session  to  oppose  at  all  risks  an  issue  of  Treasury 
notes.  1 preferred  a direct  loan,  and  that  for  many  and  cogent  reasons 
There  is  aclear  authority  to  bf>rrow  in  the  Constitution;  but  to  find  authority 
to  issue  these  notes  we  must  enter  the  field  of  constructive  powers 
lo  borrow  is  to  do  a responsible  act;  it  is  to  incur  ctTtain  accountability  to 
the  constituent,  and  heavy  censure  if  it  cannot  be  justified.  To  issue  these 
notes  is  to  do  an  act  which  few  consider  of,  which  takes  but  little  hold  of  the 
public  mind,  which  few  condemn  and  some  encourage,  because  it  increases 
the  quantum  of  what  is  vainly  called  money.  Loans  are  limited  by  the  ca- 
pfliity  at  least  of  one  side  to  borrow  and  of  the  other  to  lend.  The  issue 
ol  these  notes  has  no  limit  but  the  will  of  the  makers  and  the  supply  of  lamp- 
black and  rags.”  ^ 


EVILS  OF  A BAD  PRECEDENT. 

But,  Mr.  Chairman,  we  are  met  at  this  point  by  some  who  say 
that  conditions  have  changed;  that  we  can  do  what  our  fathers 
failed  to  accomplish,  what  other  nations  faile.i  to  do;  that  we  are 
above  the  precedents,  and,  in  short,  that  we  are  great  enough  and 
strong  enough  to  discard  the  lessons  of  experience  and  defy  the 
limitations  of  established  political  science. 

It  is  also  contended  by  others  that  no  danger  exists  and  no 
harm  can  come  from  the  continuation  of  the  Treasury  notes  in 
circulation  because  the  amount  is  limited  and  the  responsibility 
not  great  when  compared  with  our  resources. 

Mr.  Chairman,  these  are  the  very  reasons  tliat  should  move  us 
now  to  finally  close  this  transaction.  It  is  one  of  the  objections  to 
this  kind  of  paper  that  in  times  of  business  activity  and  general 
prosperity,  when  speculation  is  active  and  confidence  unshaken, 
It  IS  mistaken  for  real  money  and  men  build  upon  it  as  if  it  were 
substance  in  itself,  and  then  when  the  time  comes,  as  it  always 
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does  come,  for  liquidation,  collapse  and  ruin  must  follow.  It  is 
also  one  of  the  symptoms  of  this  fatal  malady  that  the  patient 
can  not  be  undeceived.  He  will  not  believe  that  his  misfortune 
is  due  to  the  deceptive  influences  of  the  inflated  medium,  but , 
rather  demands  that  the  artificial  stimulus  be  restored  and  even 
increased.  He  is,  to  borrow  an  expression  from  Jefferson,  like  a 
dropsical  man  crjdngfor  “Water!  water!”  or,  to  use  another  of  his 
expressions,  he  insists  upon  resorting  “for  the  cure  of  colic  to  in- 
flations of  more  wind.” 

Mr.  Chairman,  we  are  not  more  likely  to  perform  this  miracle 
of  making  money  out  of  “lampblack  and  rags”  than  have  the 
generations  of  men  who  have  gone  before  us.  We  have  not  yet 
discovered  the  philosopher’s  stone.  On  the  contrary,  the  continu- 
ation of  these  notes  in  circulation  constantly  deceives  and  misleads 
those  who  know  nothing  of  the  cost  and  danger,  who  have  not 
felt  the  weight  of  responsibility  or  known  its  harassing  details; 
they  form  the  Hotbed  out  of  which  has  sprung  in  the  last  few 
years  so  many  noxious  weeds  that  the  poison  from  them  afflicts 
our  entire  body  politic. 

Perhaps  the  most  vicious  of  the  many  offspring  of  this  fruitful 
error  is  the  Stanford  loan  bill. 

It  was  introduced  in  the  Fifty-first  Congress  and  was  entitled 
“A  lull  to  provide  the  Government  with  means  sufficient  to  sup- 
ply the  national  want  of  a sound  circulating  medium.”  The  se- 
ductive feature  of  the  bill  was  that  it  proposed  to  lend  United 
States  notes  to  “ every  pei'son  who  is  a citizen  of  the  United  States, 
or  who  has  declared  his  intentions  to  become  such,  and  who  is  the 
owner  in  fee  of  unincumbered  agidcultural  lands.”  And  for  that 
purpose  the  bill  directs  that — 

The  Treasurer  of  the  United  States  is  hereby  authorized  and  directed  to 
cause  to  be  x>rinted,  signed,  and  ready  for  use  * ♦ ♦ circulating  notes  of 
the  United  States. 

The  very  able  report  of  the  Finance  Committee  against  this 
measure,  written  by  the  venerable  Senator  Morrill,  contains 
much  information  and  sound  reason.  Among  other  equally  good 
things,  it  says: 

Many  persons  may  l>e  captivated  with  the  plausible  idea  of  obtaining  cheap 
loans  and  plenty  of  money  on  easy  terms,  but  the  experience  of  enli^tened 
ifations  shows  wherever  such  reckless  financial  experiments  have  been  tried 
that  they  have  ended  in  commercial  crises,  bankruptcy,  and  general  national 
disaster.  The  principle  is  unsound  and  can  not  bring  forth  good  fruit. 

It  may  not  be  improi>er  to  refer  briefly  to  some  of  the  ill-born  national  ex- 
amples which  conclusively  demonstrate  the  inexpedience  that  has  always 
attended  all  such  measures,  and  their  final  ruinous  catastrophe. 

The  Mississippi  scheme  was  started  in  Paris  in  1717  by  John  Law,  embrac- 
ing trade  and  other  privileges,  and  finally  amalgamated  with  the  national 
bank,  which  issued  an  immense  amount  of  paper.  Law  had  promised  annual 
returns  of  120  per  cent.  The  stock  at  first  rose  to  an  enormous  premium. 
Upon  the  issue  of  60.U00  new  shares  there  were  300,000  applicants.  Soon,  how- 
ever, gold  began  to  be  hoarded,  and  though  laws  were  passed  to  punish  all 
persons  who  were  found  in  possession  of  a sum  beyond  a fixed  amount,  large 
sums  were  sent  out  of  the  country,  to  Belgium  and  England,  for  safe-keeping. 
In  1720  the  bank  stopped  payment  and  the  whole  scheme  collapsed,  bringing 
ruin  upon  all  of  the  great  multitude  who  had  unwisely  put  faith  in  the  finan- 
cial soundness  and  integrity  of  the  Mississippi  scheme.  Law  immediately  fled 
the  country. 

The  insiirmountable  disorder  of  the  French  finances,  and  annual  excess  of 
•xpenditures  beyond  receipts,  without  doubt  was  the  first  cause  of  the 
French  Revolution.  Fresh  loans  were  required  for  the  treasury  every  year. 
The  nobles  and  clergy  would  not  consent  to  be  taxed,  and  lenders  at  last  re- 
fused to  lend.  The  King  and  Queen  sent  all  iheir  plate  to  be  melted  down, 
but  it  was  insufficient  for  the  public  expenditures.  The  treatise  of  J ohu  Law 
on  ‘‘Money  and  Trade  ” had  been  translated  into  French,  and  at  length  Tal- 
leyrand brought  forward  and  carried  his  measure  for  the  confiscation  of  the 
whole  ecclesiastical  property  of  the  Kingdom,  reserving  a pension  to  the 
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clergy,  and  appropriating  what  was  estimated  at  £80,()00,000  to  aid  the  public 
necessities. 

In  December,  D89,  the  assembly  ordered  a sale  of  clmrch  and  crown  prop- 
erty to  the  amount  of  £10,()0(MKK>  and  decreed  that  a paper  currency  should 
be  created  of  that  amount,  bearing  5 per  cent  interest,  and  called  assignats, 
for  the  redemption  of  which  the  confiscated  lands  were  to  be  sold.  Not  to 
enter  into  all  the  progressive  steps  taken,  in  less  than  5 months,  by  another 
decree,  the  assignats  were  declared  a legal  tender,  with  interest  at  4^  per 
cent.  The  public  debt  rapidly  increased,  and  in  1790  new  assignats  were 
double  the  amount.  Further  large  amounts  were  created  in 
and  in  h 93  the  assignats  were  at  a discount  of  30  per  cent.  Shop- 
keepers refused  them  for  prime  necessities  and  their  shops  were  plundered 
in  gt'ueral  riots. 

With  the  creation  oi  more  assignats  in  1793  the  convention  decreed  six 
years’  imprisonment  to  any  person  who  should  sell  assignats  at  less  than 
their  nominal  value,  or  make  any  difference  in  price  whether  paid  in  paper 
or  specie.  A silver  franc  got  to  be  worth  six  in  paj^er.  Tlie  penalties  for 
making  any  mff  erence  m price  were  greatly  increased  and  death  was  decreed 
against  all  who  kept  back  from  public  sale  articles  of  first  necessity.  Trade 
and  production  nearly  ceased.  Public  functionaries  could  no  longer  live  on 
their  salaries  and  one-third  of  the  army  deserted. 

In  1795  the  assignats  in  nominal  value  amounted  to  $3,800,000,000,  and  had 
fallen  to  one-thousandth  part  of  their  nominal  value.  Finally,  the  Govern- 
ment refused  to  part  with  the  national  domain  at  the  depreciated  value  of 
their  paper  currency,  and  destroyed  it  at  a single  blow  by  decreeing  ““that 
anyone  might  make  bargains  in  whatever  currency  he  pleased  ’*  Thus 
dropped  out  of  circulation,  perhaps,  the  largest  batch  of  legal-tender  paper 
currency  ever  created,  notwithstanding  it  was  based  upon  land  security  and 
supported  by  all  the  terrors  of  national  power. 

The  Argentine  Republic  established  in  1886  a great  national  mortgage  bank 
to  make  loans  on  the  h\’^)othecation  of  real  estate.  'J'he  minister  of  finance 
regarded  it  as  “ a great  boon  to  the  people  for  the  reas<  .n  that  land  is  the  great 
patrimony,  the  immense  capital  of  the  country,  and  every  facility,”  he  said, 
should  be  given  to  mobilize  the  capital  and  increase  its  value.”  Its  func- 
tions were  not  to  loan  money  on  mortgage,  but  to  issue  transferable  mortgage 
Ixmds  on  the  execution  of  mortgages  in  its  favor,  which  were  put  on  the  mar- 
ket for  what  they  would  fetch,  with  national  guaranties  to  the  holder  the 
service  of  interest  and  amortization. 

The  bonds  were  made  payable  to  bearer  and  bore  interest  at  not  exceeding 
o per  cent,  and  with  an  annual  sinking  fund  for  their  ultimate  payment  of 
exceeding  2 per  cent.  The  chairman  and  directors  were  appointed  bv  the 
President  of  the  Republic.  The  bank  was  to  make  no  loan  of  less  than  $1,(K)0 
nor  above  $2iW,<X)0.  The  mortgage  extended  to  all  other  property  of  the  mort- 
gagee, though  not  mentioned  in  the  mortgage,  and  no  loan  was  to  be  granted 
for  more  than  half  the  value  of  the  property  mortgaged.  A delay  of  over 
sixty  days  m the  payment  of  the  hypothecary  obligation  authorized  the  bank 
to  put  up  for  sale  at  public  auction  the  property  mortgaged,  without  any 
legal  proceedings,  and  to  award  it  to  the  highest  bidder. 

It  is  not  necessary  to  say  that  the  financial  scheme  of  the  Argentine  Repub- 
lic has  ^en  hardly  more  fortunate  than  that  of  John  Law,  or  than  that  of 
the  assignats  of  France,  and  has  brought  shame  and  disaster  upon  the  credit 
of  the  Argentine  Republic.  The  inflated  paper  money  market  became  easy 
for  speculators,  but  specie  payments  were  soon  suspended,  gold  rose  to  over 
2(JU  per  cent  premium  and  suddenly  went  out  of  the  country  to  pay  balances 
of  trade  and  interest  on  foreign  bonds,  and  the  Argentine  national-bank 
notes  are  now  worth  only  50  cents  on  the  dollar. 

The  Argentine  Government  is  grievously  embarrassed  and  now  proposes 
to  obtain  relief  by  the  extraordinary  measure  of  offering  for  sale  in  Europe 
at  public  auction  no  less  than  24.(XX)  square  leagues  of  land  in  their  recently 
organized  territories  at  a minimum  price  of  $2  in  gold  per  hectare,  or  about 
$1.2o  per  acre.  These  lands,  according  to  the  Buenos  Ayres  Herald,  are  situ- 
ated in  Terra  del  Fuego,  or  in  territories  where  the  best  lands  have  already 
been  disposed  of  in  large  tracts,  or  where  only  swamp  lands  remain  unsold, 
and  would  not  attract  eager  bidders  among  foreigners. 

From  this  desperate  measure  they  hoped  to  have  raised  $120,000,000  of  gold 
to  be  deposited  in  the  mint  for  the  conversion  of  the  Argentine  national-bank 
notes.  The  emergency  it  appears  was  great,  but  it  is  very  likely  gray  hairs 
will  cover  the  heads  of  the  holders  of  these  notes  long  before  the  notes  will 
be  redeemed  either  m gold  or  silver. 

Referring  to  the  scheme  of  the  notorious  John  Law,  to  which 
Senator  Morrill  refers  in  this  report,  Thomas  Jefferson  once  said, 
in  a letter  written  by  him  at  Monticello  in  1813,  that  it— 

ended  in  France  in  the  bankruptcy  of  the  public  treasury,  the  crush  of  thou- 
sands and  thousands  of  private  fortunes,  and  scenes  of  desolation  and  distress 
equal  to  those  of  an  invading  army  burning  and  laying  waste  all  before  it. 
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TUE  MONEY  OF  THE  CONSTITUTION. 

We  frequently  hear  men  declare  their  undj-ing  allegiance  to  “ the 
money  of  the  Constitution."  I shall  not  be  jiersonal.  I have  no 
other  aim  than  the  preservation  of  what  seems  to  me  the  con-ect 
principle  as  applicable  to  this  question.  But  there  are  those.  I 
repeat,  who  contend  for  the  money  of  the  Constitution  and  at  the 
same  time  support  a money  unknown  to  the  Constitution,  denied 
by  the  Constitution,  and  despised  by  its  founders. 

Here  is  my  good  friend  from  Alabama,  General  Wheeler,  serv- 
ing notice  on  me  that  a Democratic  Congress  passed  the  law  of 
1878  to  prevent  the  retirement  of  these  notes,  as  if  that  were  an 
authority  against  my  present  position  or  illustrative  of  Democratic 
principles. 

Gentlemen  must  remember  the  conditions  that  prevailed  at  the 
time  that  act  was  passed.  We  were  then  just  on  the  eve  of  com- 
ing to  a specie  basis.  W e had  passed  practically  through  the  era 
of  contraction,  but  we  had  not  yet  obtained  a fair  share  of  metal- 
lic money.  The  Treasury  statement  for  that  j-ear  shows  that  we 
had  in  circulation  only  §80.5,793,807,  as  follow's: 

In  circulation 
Mar.  1,1878. 


Gold  coin 

Standard  silver  dollars 

Subsidiary  silv’cr 

Gold  certificates 

Silver  certificates 

United  States  notes ... 
National-bank  notes.  .. 


$.^2,r>;a0,163 


44.364,  loo 


Total 


311,4;36.971 

313,888.740 

805,793,807 


From  this  table  it  will  be  seen  that  we  then  had  no  silver  dol- 
lars and  very  little  gold  in  circulation.  It  is  a singular  coin- 
cidence that  the  Bland-Allison  Act  was  passed  this  same  year. 
In  view  of  all  the  vicissitudes  of  our  financial  affairs,  it  seems 
clear  to  me  that  it  would  have  simplified  matters  very  much  and 
probably  afforded  a happy  solution  of  most,  if  not  all,  of  our 
troubles  if  when  the  silver  coins  were  issued  under  the  Bland  law 
of  1818  it  had  been  provided  that  for  each  dollar  so  issued  a dollar  in 
paper  promises  should  be  retired.  Our  stock  of  silver  and  gold, 
both  of  coin  and  bullion,  is  now  about  $1,300,000,000,  or  $500,000,- 
000  more  than  all  the  money  in  circulation  of  every  kind  in  1878. 

I am  aware,  Mr.  Chairman,  that  the  advocacy  of  this  law  to 
prevent  the  further  retirement  of  the  greenback  was  taken  by 
many  as  a pledge  of  the  party  to  Government  paper  money.  It 
seemed  for  the  time  to  promise  well  for  the  part3^  It  was  sup- 
posed by  some  to  be  a necessary  remedy  suitable  only  to  the  then 
distressed  condition  of  the  country.  It  was  opposed  then  by  some 
of  our  ablest  Democratic  leaders,  and  the  dangers  of  the  "move- 
ment clearly  pointed  out.  But  we  should  not  follow  as  u iirece- 
dent  that  which  was  done  as  an  exception  to,  and  recognized  as 
a departure  from,  sound  Democratic  principles. 

I realize  that  we  have  honest  differences  among  us  upon  this 
subject,  differences  which  seeip  to  be  irreconcilable:  but,  Mr. 
Chairman,  there  will  be  a revisi>»n  of  views,  a codification  of  doc- 
trines. and  a unification  of  the  faith.  Whatever  shades  of  opinion 
may  divide  us,  whatever  local  influences  may  give  color  to  our  con- 
victions or  prompt  our  actions,  whatever  of  pride  or  resentment 
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^o-v\nng  out  of  our'fetruggles  over  this  question  may  now  be  felt, 
they  will  all  pass  away;  and  when  that  time  comes,  as  it  must 
come,  our  party  will  be  found  standing  by  the  Constitution,  fol- 
lowing the  teachings  and  abiding  in  the  faith  of  the  fathers. 

THE  COINAGE  OF  THE  CONSTITUTION. 

Mr.  Chairman,  it  is  not  uncommon  to  hear  gentlemen  declare 
that  they  are  for  the  coinage  of  the  Constitution.  We  hear  this 
most  frequently  from  those  who  insist  upon  the  free  and  unlimited 
coinage  of  silver  at  the  ratio  of  16  to  1.  They  seem  to  think  the 
one  thing  alone  which  will  answer  the  demands  of  the  Constitution 
will  be  free  coinage  at  16  to  1.  What  was  the  coinage  of  the  Con- 
stitution? 

Tliere  are  but  two  references  in  that  instrument  to  this  subject. 
Section  8 of  Article  I declares  that — 

Congress  .shaU  have  power  * * * to  coin  money,  regulate  the  value 
tliereof,  and  of  foreign  coin,  and  fix  the  staudai’d  of  weights  and  measures. 

Section  10  of  the  same  article  declares — 

that  no  State  shall  coin  money,  emit  hills  of  credit,  make  anything  but  gold 
and  silver  coin  a tender  in  payment  of  debts. 

There  is  no  suggestion  of  ratios  in  either  of  these  provisions,  ex- 
cept in  “regulate  the  value.”  No  ratio  was  named,  no  mint  was 
in  existence,  no  coinage  laws  or  precedents  were  recognized  or 
adopted  or  sanctioned.  Congress  was  simply  given  the  power  to 
coin  money  and  regulate  the  value  of  that  coin. 

What  was  meant  by  the  word  regulate  as  used  in  that  connec- 
tion? Was  it  to  declare  arbitrarily  a value  not  found  to  exist  in 
the  coin?  The  Congress  should  fix  the  standard  of  weights  and 
measures.  This  was  to  be  an  act  arbitrary  in  its  nature,  but  Con- 
gi'ess  could  not  under  this  grant  of  power  fix  values  where  they  did 
not  exist.  Necessarily  this  language  means  that  after  establishing 
a unit  of  value  and  providing  for  various  denominations  both  of 
gold  and  silver  it  was  left  with  Congress  to  ascertain  and  declare 
the  relation  which  the  one  metal  shall  sustain  to  the  other  in  the 
coinage,  viz,  how  much  gold  shall  be  in  the  one  and  how  much 
silver  shall  be  in  the  other  to  make  the  dollars  equal.  But  iu  ad- 
dition to  this  the  word  “ regulate  ” has  in  it  th(i  idea  of  continuous 
action,  of  supervision.  The  relative  value  of  gold  and  silver  had 
been  constantly  changing  since  the  dawn  of  history. 

It  is  said  that  in  ancient  Egypt  they  were  of  equal  value,  or  a 
ratio  of  1 to  1.  Among  the  Greeks  and  Romans  the  ratio  was  9 
to  1.  It  never  ran  to  12  to  1 until  in  the  seventeenth  century. 
The  men  who  wrote  this  Constitution  knew  tlie  use  of  language, 
and  they  knew  that  the  relative  value  of  these  metals  was  con- 
stantly changing,  and  that  it  was  not  even  uniform  among  the 
nations,  and  so  they  provided  a power  to  regulate.  If  we  had 
any  doubt  on  this  subject  only  a slight  investigation  of  the  dis- 
cussion which  led  up  to  the  first  ratio  under  the  Constitution 
would  remove  that  doubt. 

Mr.  Jefferson  says  in  his  autobiography  that  some  difference  of 
opinion  arose  as  to  the  monetary  system  which  should  he  adopted. 
The  financier,  Robert  Morris,  had  submitted  to  Congress,  in  1783, 
a very  complicated  and  cumbersome  system,  in  which  the  value  of 
a dollar  was  to  be  expressed  by  1,440  units.  Jefferson  tells  us  that 
he  replied  to  this  and  printed  his  notes,  and,  putting  them  into 
the  hands  of  members  of  Congress  for  consideration,  that  the 
committee  agi-eed  to  report  on  his  principle,  and  he  adds:  “ This 
was  adopted  the  ensuing  year  and  is  the  system  which  now  pre- 
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vails.”  These  notes  appear  in  his  published  works  under  the 
heading,  “Notes  on  the  establishment  of  a money  unit  and  of  a 
coinage  for  the  United  States.”  I will  quote  his  very  language  on 
this  (luestion.  It  will  be  found  on  page  168,  volume  1,  and  reads 
as  follows: 

Tbe  proportion  between  the  values  of  gold  and  silver  is  a mercantile  prob- 
lem altogether.  It  would  be  inaccurate  to  fix  it  by  the  popular  exchanges 
of  a half  joe  for  $s,  a louis  for  4 French  crowns,  or  5 louis  for  $23.  The 
first  of  these  would  be  to  adopt  the  Spanish  proportion  between  gold  and  sil- 
ver; the  second,  the  French:  the  third,  a mere  popular  barter,  wherein  con- 
venience is  consulted  more  than  accuracy.  The  legal  proportion  in  ^^ain  is 
16  lor  1;  in  England  151  for  1;  in  France  15  for  1.  The  Spaniards  and  English 
are  found,  in  experience,  to  retain  an  overproportion  of  gold  coins,  and  to 
loose  their  silver.  , , . 

The  French  liave  a greater  proportion  of  silver.  The  difference  at  market 
has  been  on  the  decrease.  The  Financier  states  it  at  present  as  at  141  for  1. 
Just  principles  will  lead  us  to  disregard  legal  proportions  altogether;  to  in- 
quire into  tne  market  price  of  gold  in  the  several  countries  with  which  we 
snail  principally  be  connected  in  commerce,  and  to  take  an  average  from 
them.  Perhaps  we  might,  with  safety,  lean  to  a proportion  somewhat  above 
par  for  gold,  considering  our  neighborhood  and  commerce  with  the  sources 
of  the  coins,  and  the  tendency  which  the  high  price  of  gold  in  Spain  has,  to 
draw  thither  all  that  of  their  mines,  leaving  sflver  principally  for  our  and 
other  markets.  It  is  not  impossible  that  15  for  1 may  be  found  an  eligible  pro- 
jjortiou.  I state  it,  however,  as  a conjecture  only. 

Now,  just  think  of  it,  Mr.  Chairman;  here  are  the  utterances 
of  the  very  man  who  prepared,  proposed,  and  secured  the  adop- 
tion of  our  coinage  system.  He  tells  us  that  the  proportion  be- 
tween the  metals  is  a mercantile  problem  altogether,  and  that 
“ just  principles  would  lead  us  to  disregard  legal  proportions  alto- 
gether.” That  we  “ might  lean  with  safety  to  a proportion  some- 
what above  par  for  gold.” 

The  ratio  actually  adopted  was  15  to  1.  If  there  is  any  coinage 
of  the  Constitution  it  is  coinage  at  the  ratio  of  15  to  1,  or  at  some 
ratio  which  expresses  the  values  of  gold  and  silver  in  the  mercan- 
tile world.  The  first  might  historically  be  called  the  ratio  of  the 
Constitution,  because  it  was  the  first  established  under  the  Consti- 
tution. The  second  might  be  called  a constitutional  coinage  be- 
cause the  spirit  of  the  system  as  declared  by  its  author  was  one 
based  on  relative  commercial  values.  But,  Mr.  Chairman,  the 
ratio  of  16  to  1 has  neither  claim  to  its  credit. 

As  I have  said,  the  power  to  regulate  contained  the  idea  of  su- 
pervision. This  power  we  have  exercised.  The  first  ratio  was  15 
to  1.  Under  this  ratio  we  lost  all  of  our  gold  because  we  had 
undervalued  it.  A bill  to  change  the  ratio  was  proposed  in  1834, 
the  object  being  to  xirocure  gold  in  circulation.  Benton  was  the 
great  champion  of  the  movement.  He  demanded  that  “ the  mint 
drops  should  shine  in  the  purses  of  the  poor.”  He  submitted  a set 
of  resolutions  in  the  Senate,  calling  for  a joint  committee  of  both 
Houses  to  inquire  into  the  cause  or  causes  of  our  loss  of  the  yellow 
metal. 

A bill  was  finally  introduced  which  changed  the  ratio  to  16  to  1. 
It  passed  both  Houses  and  received  the  signature  of  President 
Jackson.  They  thought  in  those  days  that  it  was  the  commercial 
and  not  the  legal  ratio  that  would  keep  the  metals  in  circulation. 
They  were  hard-money  Democrats,  and  their  fame  rests  largely 
upon  their  loyal  devotion  to  sound-money  principles. 

In  speaking  upon  this  bill  Mr.  Benton  said: 

That  gold  was  undervalued  by  the  laws  of  the  United  States  and  expelled 
from  circulation  was  a fact  which  everybody  knew;  but  there  was  something 
else  which  everybody  did  not  know;  which  few,  in  reality,  had  an  opportu- 
nity of  knowing,  hut  which  was  necessary  to  be  known  to  enable  the  friends 
of  gold  to  go  to  work  at  the  right  place  to  effect  the  recovery  of  that  precious 
metal  which  their  fathers  once  possessed,  which  the  subjects  of  European 
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kings  now  jiossess,  which  the  citizens  of  the  young  republics  to  the  south  all 
possess,  which  even  the  free  negroes  of  San  Domingo  possess,  but  which  the 
yeomanry  of  this  America  have  been  deprived  of  for  more  than  twenty  years, 
and  will  be  deprived  of  forever  unless  they  disc^over  the  cause  of  the  evil 
and  apply  the  remedy  to  its  root. 

Mr.  Chairman,  it  is  not  my  purpose  to  follow  these  various  ex- 
pressions of  opinion  with  further  comment.  I prefer  to  present 
the  utterances  of  others  rather  than  to  give  my  own.  It  occurred 
to  me  that  possibly  the  weight  of  their  great  names  and  the  clear- 
ness and  strength  of  their  reasons  might  have  more  weight  than 
anything  that  could  be  said  by  the  living. 

Paper  money  based  alone  on  faith  or  mere  authority  is  a delu- 
sion and  a snare.  It  is  not  a new  experiment.  Almost  every  na- 
tion at  some  time  in  its  history,  either  tempted  by  its  necessities 
or  guided  by  unwise  counsels,  has  pursued  this  phantom,  but 
each  in  turn  has  been  compelled  to  retrace  its  steps  with  blasted 
hopes  and  bleeding  feet.  Actual  money  may  not  always  be  needed, 
and,  in  fact,  comparatively  speaking,  is  little  used  in  the  larger 
fields  of  commerce  and  trade;  but  whatever  takes  its  place  must, 
like  warehouse  receipts,  represent  and  entitle  the  holder  to  the 
thing  of  real  value. 

I submit,  therefore,  that  it  is  clearly  established,  both  by  reason 
and  authority — 

First.  That  the  Government  ought  not  to  issue  paper  money; 

Second.  That  there  can  be  no  honest  money  without  value — 
actual  commercial  value — equal  to  that  which  it  purports  and  rep- 
resents itself  to  be; 

Third.  That  the  precious  metals  can  not  be  coined  and  kept  in 
circulation  together  at  a mere  arbitrary  ratio;  that  is,  without  re- 
gard to  their  respective  commercial  values;  and 

Fourth.  That  the  Democratic  party  from  the  days  of  Jefferson 
in  all  its  history  has  been  and  is  the  hard-money  party  and  the 
honest-money  party  of  the  country. 

To  this  I will  add  a hope  and  a prophecy  that  with  a worthy, 
able,  and  fearless  successor  to  his  illustrious  predecessors  in  the 
Presidential  chair,  there  is  nothing  which  we  can  do  that  will 
strip  our  part}"  of  the  laurels  won  in  defense  of  these  doctrines  in 
the  past,  nor  reverse  its  policy  for  the  future. 


